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	Part A –  Policy General  (Class 1 Credit Unions Only)

	Each Class 1 credit union is required to establish and implement prudent lending policies.  At a minimum, do lending policies address major lending criteria including the following?



	Acceptable limits and repayment terms for each authorized type of loan?


	Yes
	No
	NA

	Acceptable types of tangible security


	Yes
	No
	NA

	Lending values for each type of tangible security


	Yes
	No
	NA

	Loan evaluation and documentation


	Yes
	No
	NA

	Loan approval processes


	Yes
	No
	NA

	Monitoring, Evaluating, and Reporting of outstanding loans, including delinquent and impaired loans


	Yes
	No
	NA

	Lender approval limits


	Yes
	NO
	NA

	Write-Offs


	Yes
	NO
	NA

	Part B –  Policy General  (Class 2 Credit Unions Only)

	Has the credit union established prudent lending limits for each class of loans that is authorized by its by-laws to make? O. Reg. 237/09, s. 59 (2)


	Yes
	No
	NA

	At a minimum, do the lending policies address the following:



	Authorized credit instruments


	Yes
	No
	NA

	Permitted loan types


	Yes
	No
	NA

	Acceptable loan purposes


	Yes
	No
	NA

	Maximum loan limits and repayment terms


	Yes
	No
	NA

	Acceptable types and lending values of tangible security


	Yes
	No
	NA

	Credit evaluation and documentation standards (underwriting)


	Yes
	No
	NA

	Approval processes


	Yes
	No
	NA


	Monitoring, evaluating and reporting of outstanding advances, undrawn commitments and any irregular loans


	Yes
	No
	NA

	Limits or prohibitions on credit exposures including concentration risk and syndicated loans


	Yes
	No
	NA

	Lender approval limits


	Yes
	No
	NA

	As there is no regulatory limit for residential mortgage loans that are insured, has the credit union established appropriate limits as necessary?


	Yes
	No
	NA

	Does the policy address minimum competency and experience requirements for delegation of a lending authority to an employee?


	Yes
	No
	NA

	Does the policy prescribe the frequency and content required for reports to the Board?


	Yes
	No
	NA

	Has the credit union incorporated a credit scoring system into its credit evaluation processes for personal loans and residential mortgage loans to help with managing credit concentration exposures and pricing decisions?


	Yes
	No
	NA

	For all loans other than Personal Loans and Residential Mortgages, does the credit union categorize each loan into one a series of graduated categories of increasing risk? (Sound Business and Financial Practices Reference Manual)


	Yes
	No
	NA

	Does the Board Policy optimally set the maximum amount of loans permitted for each risk class and an aggregate maximum portfolio weighted average comprehensive risk rating?


	Yes
	No
	NA

	Has the credit union implemented a “Watch List” process as part of the credit administration process?


	Yes
	No
	NA

	Does the policy establish the process for reporting and managing watch list accounts?  (This process should address the materiality or size of loans to be reported, the information to be reported and escalation procedures to be followed.)


	Yes
	No
	NA

	Overall, does the credit union have effective monitoring and management practices incorporated into its risk assessment programs?


	Yes
	No
	NA


	Part C – Large Exposures (Class 2 Credit Unions Only)

	Apart from establishing general lending limits for authorized credit instruments etc., does the policy also address large exposures, other than residential mortgages loans by way of:



	Setting limits for large exposures, including loans to connected persons and related parties, restricted parties and syndicated loans


	Yes
	No
	NA

	Setting aggregate limits for large exposures


	Yes
	No
	NA

	Establishing the frequency  and extent for monitoring large exposures


	Yes
	No
	NA

	Reporting requirements


	Yes
	No
	NA

	Part D – Syndicated Loans (Class 2 Credit Unions Only)

	Does the credit union have a policy to address Syndicated Loan Agreements?


	Yes
	No
	NA

	Does the policy include conducting appropriate credit risk evaluation, arranging for appropriate security and monitoring and reporting performance and repayment in accordance with the agreed terms and conditions if the credit union is the syndicate credit union?


	Yes
	No
	NA

	Does the syndicate credit union provide on-going information on the status of the loan to the participating credit unions as required?


	Yes
	No
	NA

	Do all participating credit unions in the syndicate undertake their own initial and on-going credit risk evaluation of the loan as they would for any other loan of a similar nature including regular site reviews etc. where appropriate?


	Yes
	No
	NA

	Are status reports given to the Board regarding all syndicate loans?


	Yes
	No
	NA

	Part E – Industry Concentration Risk (Class 2 Credit Unions Only)

	Credit policy must address industry concentration for commercial and agricultural loans.  At a minimum does it incorporate the following?



	Classification of all commercial and agricultural loans by industry category


	Yes
	No
	NA

	Establishment of concentration limits for each primary industry category


	Yes
	No
	NA


	Establishment of concentration limits for certain industry sub groups where deemed appropriate (e.g. agriculture, real estate, construction)


	Yes
	No
	NA

	Measurement and monitoring of concentration risk on an ongoing basis


	Yes
	No
	NA

	Review of industry concentrations at least quarterly


	Yes
	No
	NA

	Are commercial and agricultural loans classified using the North American Industry Code Standards (NAICS)?


	Yes
	No
	NA

	Is the credit union reporting summary information on industry concentration using the primary NAICS codes on its eMIR? (If, applicable)


	Yes
	No
	NA

	Part F – Connected Persons and Related Parties 

	When approving loans in accordance with credit policies, is the total lending limit of a borrower calculated to include loans to "connected persons" in accordance with O. Reg. 237/09, s. 67?


	Yes
	No
	NA

	Has the credit union established procedures to ensure that it complies with the restrictions governing restricted party transactions? O. Reg. 237/09, S.80 (1)


	Yes
	No
	NA

	Do the procedures form part of the investment and lending policies and procedures of the credit union for the purposes of section 189 (establishment of prudent policies and procedures) of the Act?

O. Reg. 237/09, s. 80 (2)


	Yes
	No
	NA

	Do the procedures include review and approval procedures to be followed by directors, officers and employees?  O. Reg. 237/09, s. 80 (3)

	Yes
	No
	NA

	Part G – Loan Reports to the Board

	At a minimum, do the reports to the Board include the following information on all new loans, in accordance with By-Law No. 5 Sound Business and Financial Practices?



	A statement on achieving compliance with the board approved credit policy, and with regulatory requirements.

	Yes
	No
	NA

	The number, type and aggregate value of loans that were granted.

	Yes
	No
	NA

	The number of applications received and denied.


	Yes
	No
	NA


	Loan portfolio volumes and portfolio mix by credit category (e.g. term versus demand or by varying loan purposes) and credit yields, compared to historical and planned volumes.

	Yes
	No
	NA

	Any overdrafts or loans exceeding by-law limits or authorized credit limits.

	Yes
	No
	NA

	Volume of rewritten loans and formally restructured loans.

	Yes
	No
	NA

	The number of and status of loans for which the due date was postponed for all or part of a payment of interest or a repayment of any principal.


	Yes
	No
	NA

	The number of and status of loans for which any security was substituted or released.


	Yes
	No
	NA

	Does the policy establish the entire content and frequency of the Credit Report to the Board?


	Yes
	No
	NA

	Restricted party transactions and staff loans
	Yes


	NO
	NA

	Aggregate amount of all personal loans made (year-to-date) in dollars and the aggregate amount of under-secured/unsecured lending (year-to-date) in dollars and as a percentage of total personal loans


	Yes
	No
	NA

	Class 1 Credit Unions Only

	In addition to the minimum reporting requirements above, does a report for a Class 1 credit union include the following?



	Loan amount


	Yes
	No
	NA

	Security


	Yes
	No
	Na

	Lending Value


	Yes
	No
	NA

	Under-Secured portion of loan


	Yes
	No
	NA

	The aggregate amount of under-secured/unsecured lending should not exceed 50% of all personal loans in any one year


	Yes
	No
	NA

	Part H – Personal Loan Policy and Procedures 

	Does the policy outline the process or acceptable reference sources to determine market values for security?


	Yes
	No
	NA


	Is the credit policy supported by a detailed delinquent loans collection procedure?


	Yes
	No
	NA

	Does the policy explain the conditions under which loan collateral can be redeemed?


	Yes
	No
	NA

	Are there permissions for granting of staff loans and mortgages with preferred rates? 

	Yes
	No
	NA

	Is there signed policy that prohibits staff members from approving loans and mortgages in their own name and the names of their immediate family members?


	Yes
	No
	NA

	Is the above policy re-signed annually by each lender?


	Yes
	No
	NA

	Does the board review the credit policy and procedures on an annual basis? 


	Yes
	No
	NA

	When did the last review take place?

	Date:___________________________________



	Is there a loan strike policy? (If applicable)



	Yes
	No
	NA

	Does the policy state that if the strike exceeds 6 months, loans should be re-written?


	Yes
	No
	NA

	Where the lending policy contains a provision for a loan extension, does the policy limit extensions to a month extension in any twelve month period, with at least six months in between?


	Yes
	No
	NA

	Does the policy limit a maximum number of three extensions during the entire term of the loan?


	Yes
	No
	NA

	Is there a limit on the number of times that a loan may be re-negotiated or rewritten in a given time period or based on certain criteria?


	Yes
	No
	NA

	Does the policy define the delegation and authority levels for exceptions?

	Yes
	No
	NA

	Does the policy require that Large Exposures from under-secured/unsecured lending should require joint approval of senior management or the Board?


	Yes
	No
	NA

	Do all credit applications must be signed by the member/co signor/guarantor?


	Yes
	No
	NA

	Are there procedures for processing and investigating guarantor applications?




	Yes
	No
	NA


	Are there acceptable timeframes for obtaining a credit bureau? (i.e. within 6 months of a previous report?)



	Yes
	No
	NA

	Are there maximum term and amortization periods for all loans based on separate terms dependent on the type of security?




	Yes
	No
	NA

	Are repayment terms required to reasonably match the anticipated reduction in the market value of any security that is expected to depreciate in value over time?


	Yes
	No
	NA

	Is there a methodology for determining the pricing of interest rates on lending products that reflects the risk involved?


	Yes
	No
	NA

	Is there a requirement for a lien search to demonstrate evidence of clear ownership of pledged security is ascertained before disbursement of funds?



	Yes
	No
	NA

	Where the credit union carries Chattel Impairment Insurance, is a lien search required to be conducted as a condition of the insurance policy?


	Yes
	No
	NA

	Is confirmation of security registration obtained?


	Yes
	No
	NA

	Is insurance coverage maintained and loss payable to the credit union as appropriate?


	Yes
	No
	NA

	Is there limitations on directors and officers acting as co-signors or guarantors



	Yes
	No
	NA

	Are the requirements for independent legal advice or completion of a waiver of advice outlined?



	Yes
	No
	NA

	Are there limits on maximum GDS and TDS ratios? Are they within prudent standards?


	Yes
	No
	NA

	Is there a maximum amount for GDS/TDS ratios even for exceptions?


	Yes
	No
	NA

	Are the criteria for Line of Credit and / or Overdraft Protection established?


	Yes
	No
	NA

	Are the criteria for approval of higher risk loans (i.e., negative net worth, previous bankrupt, etc.) outlined in the policy?


	Yes
	No
	NA

	Are there maximum under-secured/unsecured limits for personal loans?


	Yes
	No
	NA

	Is the use of Lodgements of Title restricted and does the policy acknowledge that no value may be assigned to a lodgement of title?


	Yes
	No
	NA


	Part I – Residential Mortgages

	Does the Mortgage Loans Policy require the following?



	Acceptable properties?


	Yes
	No
	NA

	Maximum Term and Amortization periods?


	Yes
	No
	NA

	Requirements for appraisals?



	Yes
	No
	NA

	Requirement for Tax certificates or Residential Tax Arrears Policy? 




	Yes
	No
	NA

	Requirements for Title insurance?




	Yes
	No
	NA

	Requirements for Fire insurance?




	Yes
	No
	NA

	Conditions regarding condominium / CMHC or 3rd party insured mortgages?


	Yes
	No
	NA

	Details regarding interest rate guarantees?




	Yes
	No
	NA

	Prepayment conditions and penalties?


	Yes
	No
	NA

	Details for transfer-in mortgages?



	Yes
	No
	NA

	Considerations for Construction Mortgages (if applicable)?


	Yes
	No
	NA

	Considerations for Second Mortgages?


	Yes
	No
	NA

	Considerations for Home Equity Lines of Credit?


	Yes
	No
	NA

	Part J – Bridge Loans – Policy Considerations

	Does the Credit Policy include the following considerations for Bridge Loans?



	A bridge loan is restricted only for the purchase of residential property in which the purchaser will reside.


	Yes
	No
	NA

	The term of the loan is not greater than 120 days.

	Yes
	No
	NA

	The funds from the sale of another residential property owned by the individual will be used to repay the loan.


	Yes
	No
	NA


	The credit union must receive a copy of the executed purchase and sale agreement for both properties before the loan is made.

	Yes
	No
	NA

	The conditions of each of the purchase and sale agreements must be satisfied before the loan is made.

	Yes
	No
	NA

	The loan is fully secured by a mortgage on the residential property being sold or, before the loan is made, the borrower’s solicitor has given the credit union an irrevocable letter of direction from the borrower stating that the funds from the sale of the residential property being sold will be remitted to the credit union.


	Yes
	No
	NA

	The sale proceeds are received immediately following the closing date?


	Yes
	No
	NA

	Part K – Commercial Loans – Policy Considerations – Class 2 Credit Unions

	Does the Commercial Loan Policy set out appropriate and prudent limits on prohibitions on:



	Loans concentrated within a particular industry or region.


	Yes
	No
	NA

	Loans permitted for each risk class and an aggregate maximum portfolio weighted average comprehensive risk rating.


	Yes
	No
	NA

	Syndicated Loans


	Yes
	No
	NA

	Are there documented Credit Evaluation procedures that address the following?



	An adequate analysis of financial results including the Balance Sheet and Income Statement (and Changes in Financial Position) is conducted.


	Yes
	No
	NA

	The requirement for a copy of the business incorporation document (if appropriate) and resolutions from the board of directors, regarding signing authorities and borrowing powers, is obtained.


	Yes
	No
	NA

	All outstanding debt obligations are verified and performing in accordance with agreed terms and conditions.


	Yes
	No
	NA

	An analysis of budget assumptions is conducted to ensure they are reasonable when compared to past performance and that non recurring revenues are not considered as part of the evaluation.


	Yes
	No
	NA


	Security margins and debt coverage is appropriate and in accordance with the credit union’s policy.


	Yes
	No
	NA

	Expected cash flow is sufficient to meet on-going obligations and debt repayment.


	Yes
	No
	NA

	For commercial mortgages, an appraisal by a qualified commercial appraiser (AACI) is required.


	Yes
	No
	NA

	Are there documented procedures that address adequate and acceptable Security including the following?



	Personal guarantees from principal owners and “key person” insurance are obtained, if appropriate.


	Yes
	No
	NA

	Adequate tangible security is obtained for the size of the loan (determined from board policy – Maximum unsecured limit)


	Yes
	No
	NA

	Details of security are clearly identified and recorded for all specific equipment pledged.


	Yes
	No
	NA

	Current inventory and accounts receivable declarations are verified.


	Yes
	No
	NA

	Security values and condition of pledged security are verified.


	Yes
	No
	NA

	Adequate insurance is maintained and loss payable to the credit union as appropriate.


	Yes
	No
	NA

	Are there documented Monitoring procedures that address the following?



	A risk rating system should be implemented for all loans which involve the categorization of each loan into one of a series of graduated categories of increasing risk.   (The extent of gradation {number of categories} of a risk rating system should be reflective of the size and complexity of the credit union’s commercial loan portfolio.)


	Yes
	No
	NA

	Annual financial information and statements are received as required.


	Yes
	No
	NA


	Annual reviews and renewals of all terms and conditions are completed.


	Yes
	No
	NA

	Aged listings or receivables are received on a regular basis, if appropriate.


	Yes
	No
	NA

	Credit reports are updated on a regular basis.


	Yes
	No
	NA

	Confirmation of insurance coverage on pledged assets is obtained annually.


	Yes
	No
	NA

	Implementation of a “Watch List” process as part of the credit administration process including the process of reporting and managing watch list accounts.


	Yes
	No
	NA

	Does the Watch List process address the materiality or size of loans to be reported, the information to be reported, and escalation procedures to be followed?


	Yes
	No
	NA

	Does the board policy establish the process for reporting and managing watch list accounts?


	Yes
	No
	NA

	A reporting system for all “Out of Order” loans - loans that are not in full compliance with the terms of the credit facility (i.e. overdue reports/statements from the borrower, expired fire insurance, unperfected security, overdue annual review, etc.)


	Yes
	No
	NA

	Part L – Institutional Loans - Procedures

	If the credit union has any Institutional Loans, are the loan(s) restricted to one of following entities?

· The Government of Canada or an agency of the Government of Canada

· The government of a province or territory of Canada or an agency of one

· A municipality or an agency of one

· A school board

· An entity funded primarily by the Government of Canada, the government of a province or territory of Canada or a municipality
	Yes
	No
	NA


	Are there documented Credit Evaluation procedures that address the following?


	An adequate analysis of audited financial statements, including the Balance Sheet and Income Statement (and Changes in Financial Position) is completed.


	Yes
	No
	NA

	A copy of the resolutions from the Board of Directors regarding signing authorities and borrowing powers, and a copy of the institution’s By-Laws (to confirm that the institution is authorized to borrow and the proposed borrowing is in compliance with its by-laws) is obtained.


	Yes
	No
	NA

	Are there documented procedure(s) that address adequate and acceptable Security including the following?



	A guarantee by the appropriate level of government is obtained. (Obtain a guarantee by the appropriate level of government of the institution where warranted.)


	Yes
	No
	NA

	Are there documented Monitoring procedures that address the following?



	Annual reviews and renewals are completed including a review of the terms of the government guarantee.


	Yes
	No
	NA

	Providing quarterly reports to the Board on the status of each loan.


	Yes
	No
	NA

	Part M – Unincorporated Association Loans - Procedures

	If the credit union has any Unincorporated Loans, are the loan(s) restricted to the following entity?

· An entity that does not have separate legal recognition from the principals or group of individuals, which have combined for some common purpose.

	Yes
	No
	NA

	Are there documented Credit Evaluation procedures that address the following?


	Individual applications are obtained from each member / officer of the association.


	Yes
	No
	NA

	Credit evaluation of members / officers is conducted (as required for loans to individuals.)
	Yes
	No
	NA


	Are there documented procedures that address adequate and acceptable Security including the following?



	Personal guarantees by the members / officers are obtained.


	Yes
	No
	NA

	Tangible security to support personal guarantees is obtained, if appropriate.


	Yes
	No
	NA

	Are there documented Monitoring procedures that address the following?



	Reviews of loan terms and conditions are conducted annually.


	Yes
	No
	NA

	Part N – Commercial Loans (Leases)

	If the credit union has any Commercial Leases, are the leases restricted to the following?
· A lease is a type of loan product where the lender, or lesser, retains ownership of the asset but the borrower, or lessee, may purchase the asset under certain conditions, as defined in the lease agreement.

· The may be classed as personal or commercial loans based on the definition of these loans.

· Lease agreements and related analysis may be materially different from other personal or commercial loans.


	Are there documented Credit Evaluation procedures that address the following?


	A method to establish appropriate residual values.


	Yes
	No
	NA

	A standard lease application.


	Yes
	No
	NA

	Standard terms and conditions for lease agreements.


	Yes
	No
	NA

	Appropriate borrowing criteria.


	Yes
	No
	NA

	Appropriate interest rates.


	Yes
	No
	NA

	Are there documented procedures that address adequate and acceptable Security including the following?



	Properly executed standard lease agreements.


	Yes
	No
	NA

	The requirement for standard insurance coverage.


	Yes
	No
	NA


	Are there documented Monitoring procedures that address the following?



	Confirmation of acceptable insurance coverage renewals.


	Yes
	No
	NA

	Part O – Guarantees (Section 178 and O. Reg. 237/09, s. 45 and 46)

	Does the credit union have any outstanding guarantees?

If “YES”, complete the following questions.


	Yes
	No
	NA

	Is it a fixed sum of money, with or without interest?  The Act S. 178 (1)(a)


	Yes
	No
	NA

	Does the person have an unqualified obligation to reimburse the credit union for the full amount being guaranteed except for guarantees given for members of the CPA for the obligation to settle payment items as per the CPA rules? The Act S. 178 (1)(b) and S. 178 (7).


	Yes
	No
	NA

	Was the guarantee authorized in circumstances other than above only with the approval of the Corporation? The Act S. 178 (2)


	Yes
	No
	NA

	Does the guarantee have a fixed term? O. Reg. 237/09 S. 45


	Yes
	No
	NA

	Has the credit union received security at least equal to the amount of the obligation guaranteed? O. Reg. 237/09 S. 45

	Yes
	No
	NA

	Does the aggregate value of all guarantees together with those of any subsidiaries exceed 10% of the regulatory capital and deposits of the credit union? The Act S. 178 (4)
If “YES”, complete next question.


	Yes
	No
	NA

	Has the Corporation granted an exemption from the 10% limit on the aggregate value of guarantees?


	Yes
	No
	NA

	Part P – Delinquency (On-Site Review)

	Have the board minutes been reviewed for evidence of chronic payment extensions, re-negotiated loans, or a loan re-writes?


	Yes
	No
	NA

	Have the security values on the Delinquency Report been verified for accuracy?


	Yes
	No
	NA

	Have the Status Change logs been reviewed for evidence of payment extensions that are not supported by documentation, that are over the policy limit for extensions, or that put the loan in contractual impairment?


	Yes
	No
	NA


	Are there any material overdraft accounts? 

	Yes
	No
	NA

	Are the material overdrafts recorded on the Allowance for Doubtful Loans Report?


	Yes
	No
	NA

	Overall, does the allowance appear to be adequate for By Law #6?

	Yes
	No
	NA

	Is there a “watch list” for restructured or other previously impaired loans?


	Yes
	No
	NA

	Part Q – Internal Controls

	Is the staff member who approves a credit facility different from the staff member who disburses the proceeds?

	Yes
	No
	NA

	Are staff members forbidden from auditing credit facilities that they have approved or set-up on the system?

	Yes
	No
	NA

	Does the data system produce an exception report that highlights all credit product exceptions such as interest rate changes, changes to payment due dates, payment reversals, capitalization of payments, principal only payments?

	Yes
	No
	NA

	Are the credit exceptions reports reviewed and signed by a senior manager who is not involved with the lending function?

	Yes
	No
	NA

	Are holds immediately placed on any funds on deposit which are being pledged as security?

	Yes
	No
	NA

	Is the overdraft report reviewed daily by a senior manager, with emphasis placed on staff accounts?


	Yes
	No
	NA
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